IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVANI A

DAVI D SHULI CK : CIVIL ACTI ON
V.

CREDI T BUREAU COLLECTI ON

SERVI CES, INC., individually

and d/ b/a CBCS and CBCS :

NATI ONAL, | NC. : NO. 02-1127
DAVI D SHULI CK, i ndividually ClVIL ACTI ON
and on behal f of all others

simlarly situated

V.
CBC COWPAN ES, | NC.,

individually, t/a and d/b/a :
CBCS and CBCS NATI ONAL, INC. NO. 02- 8483

VEMORANDUM AND ORDER

Ful lam Sr. J. Febr uary , 2004

On March 24, 2003, | granted plaintiffs’ unopposed
nmotion for class certification. After various pretrial
proceedi ngs, the case was scheduled for trial to commence on
February 2, 2004. Shortly before trial, the parties filed a
flurry of notions: Plaintiffs’ Mtion for Sunmary Judgnent,

Def endant CBC Conpani es’ Cross-Mtion for Summary Judgnent,
Def endants’ Modtion for Leave to ldentify an Qut-of-Tinme Expert
W tness, defendant’s anmended notion to the sane effect, etc.
The day of the scheduled trial, the Court |learned for the first

tinme that plaintiffs’ counsel had neglected to provide any notice



to the class nenbers, he being of the viewthat it would suffice
to send out such notices after the trial (!!).

Two days before the scheduled trial, defendant filed a
nmotion to decertify the class, based upon the failure to give
notice. This notion, and plaintiff’s response, were presented to
the Court at the tinme appointed for the comencenent of trial.

In these circunstances, it was obvious the trial could not
proceed. The Court determ ned that, because the statute of
limtations has expired since these actions were filed, and since
at | east sone nenbers of the class may have been aware of the
filing of these actions and assuned that the statute of
l[imtations was no |longer a problem the preferable course was to
afford the naned plaintiff and his counsel an opportunity to
provide the required notice to the class, with | eave to opt-out,
etc. (this being a Rule 23(b)(3) action).

Turning now to the pending notions, the notion for

decertification of the class will be denied. Plaintiff’s notion
for summary judgnment will be granted in part and denied in part.
Both parties will be granted additional tine identify w tnesses

and otherw se conplete their trial preparations; defendants’
nmotion to identify an expert witness will be dism ssed as noot in
view of this ruling. And, finally, defendant CBC Conpani es,

Inc.’s notion for summary judgnent will be deni ed.



l. Liability of Credit Bureau Collection Services, Inc.

As di scussed in ny Menorandum and Order of March 24,
2003, it is undisputed that the defendant Credit Bureau
Col l ection Services, Inc. is a “debt collector” within the
meani ng of the Fair Debt Collection Practices Act, 15 U S. C
8§ 1692 et seq., and that it caused to be nmailed to approxi mately
2,875 persons who owed noney to the defendant’s client, Verizon
Communi cations, letters which were in technical violation of the
statute, because the envel opes partially reveal ed the content of
the letters, and disclosed, to the casual observer, that the
persons to whomthe letters were nailed had an account wth
Veri zon and owed specified suns of noney. This violated
8§ 1692f(8) of the statute. | therefore conclude that plaintiff
is entitled to summary judgnent to the effect that the violations
occurred. As to the defendant Credit Bureau Col |l ection Servi ces,
Inc., the only remaining issue is whether the defendant is
entitled to the exenption provided in 8§ 1692k(c) of the statute,
exenpting fromliability a debt collector who “shows by a
preponderance of evidence that the violation was not intentional
and resulted froma bona fide error notw thstanding the
mai nt enance of procedures reasonably adapted to avoid any such
error.” Wether that defense is available involves factual
i ssues which cannot be resolved on a notion for summary judgnent.

Accordingly, as to the defendant Credit Bureau Col | ection



Services, Inc., the only issue on liability which requires trial

is the § 1692k(c) issue.

1. Mbtion of CBC Conpanies, Inc. for Summary Judgnent

CBC Conpanies, Inc. is the parent conpany of Credit
Bureau Col |l ection Services, Inc. The parent conpany has a net
worth in excess of $50 million. If it is found liable, the
maxi mum recovery on behalf of the entire class would be $500, 000
(1% of the parent’s net worth). But the collection-agency
subsidiary, Credit Bureau Collection Services, Inc. is alleged to
have a nuch lower net worth. |If it is the only defendant found
liable, the potential recovery on behalf of the class would be
limted to approximately $11,000 or $12,000 (1% of net worth).

There is undoubtedly a close working rel ationship
bet ween parent and subsidiary, but the parent conpany has
apparently attenpted to avoid being held responsible for any
violations conmtted by the subsidiary. The parent conpany is a
| arge concern engaged in many different |ines of business.
Shortly before the violations involved in this case occurred, the
subsidiary was relocated fromthe honme office to a separate
facility some 20 mles away. On the other hand, the actual
mai ling of the letters was handl ed by the parent conpany, as part
of the service which it routinely provides to its subsidiaries

(and gets reinbursed for); nost, if not all, of the officers and



directors of the subsidiary are also officers or directors of the
parent conpany; and the parent conpany handl es payroll for the
subsidiary. There is also evidence that, at the tine the
violations involved in this case occurred, the parent conpany had
regi stered the trade nane “Credit Bureau Coll ection Services,

Inc.” as one of its trade nanes, at least in the State of Chio
where the firns are located. | conclude that there are
legitimate factual issues which preclude summary judgnent wth
respect to the potential liability of CBC Conpanies, |Inc.

An Order foll ows.



IN THE UNI TED STATES DI STRI CT COURT
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ORDER
AND NOW this day of February 2004, ITIS
ORDERED:
1. Plaintiff is granted an extension of tinme of 60

days in which to submt a proposed formof notice to the class,
and in which to send the approved notice to the class nenbers.

2. Both parties are granted a 30-day extension of
time in which to identify any w tnesses, expert or otherw se, not
previously disclosed, and to conduct further discovery if
required.

3. The notion of defendant CBC Conpanies, Inc. for

Summary Judgnent i s DEN ED



4.

Plaintiff’s Mdtion for Summary Judgnent is

GRANTED | N PART AND DENI ED I N PART, as foll ows:

(a)

(b)

Plaintiff’s notion as to the liability of Credit
Bureau Col | ection Services, Inc. is GRANTED to
the extent that it is now established that the
letters which are the subject of these actions
violated the provisions of 15 U S.C. § 1692f(8).
As to the defendant Credit Bureau Collection
Services, Inc., the only remaining issues to be
resolved at trial have to do with the exenption
for unintentional violations provided in

15 U.S.C. 8§ 1692k(c).

As to the remai ning defendants, Plaintiff’s Mtion
for Summary Judgnment is DEN ED

Al l other pending notions are DEN ED

John P. Fullam Sr. J.



